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tS per cent, on this amount of net Incomo
In excess of 20 per cent, of the Invented
capital. The Senate had fixed thlft rate
at 60 per cent., but yielded to the House
in making It higher.

For taxable yearn succeeding 1918

this 66 per cent, rato Is reduced to 40

percent
The third bracket for taxing 1018

profits Is technical and complicated In
language, hut Is In effect nothing more
than an 80 per cent, tax on profits In
excess of tho average pre-w- pronto,
plus 33.000. For ycirs succeed I in IS
thick bracket Is abolished altogether.
The main features of tho bill follow:

AN ACT To provide rcvenuo and for
other purposed.

Be It enacted by the Senate and House
of Representatives of tho United States
of America In Congress assembled :

Part I. General Provisions.
definitions.

Sec. 200. That when used in this
title

The term "taxable year" means' tho
calendar year, or the fiscal year ending
during such calendar jcar, upon tha
basts or which the net income is com
putcd under section 212 or section 232

The term "fiscal year" means on ac
counting nerlod of twelve months end
ing on the last day of any month other
than December. The first taxable year,
to be called the taxable year 1918, shall
be the calendar year 191S or any fiscal

ear ending during the calendar year
1918 ;

The term "'fiduciary" means a guar
dlan. trustee, executor, administrator.
receiver, conservator, or any person net.
ing In any fiduciary capacity for nny
person, trust or oMate ;

Tho term "withholding agent" means
.iry person required to deduct and with-
hold any tax tinder the provisions of
eetlon 221 or section 137:

The term "personal service corpora
tlon" means a corporation whose In
come Is to be ascribed primarily to the
activities of the principal owners or
stockholders who are themselves regu-
larly engaged In the active conduct of
the affairs of the corporation and In
which capital (whether Invested or bor
rowed) Is not a material Income pro-
ducing factor: but does not Include any
foreign corporation, nor any corpora-
tion 50 per centum or more of whose
gross Income consists either (1) of
gains, profits, or Income derived from
trading as a principal, or (2) of rains,
nrofltR. commissions, or other Income.
derived from a Government contract or

stock

contracts made between April 6, 1917. ' rtscAt. teak with cimBixr rates.
ind November 11, 1918, both date In-- 1 Sec. 205. (A) That If a
elusive , makes for a fiscal year beginning

The term "paid," for the purposes of in 191" and ending In 1918 his tax un-th- c

deductions and credits under this I der this title for the first taxable year
title, means "paid or accrued" or "paid shall be the sum of: (1) The same pro-o- r

Incurred," and the terms "paid or I Portion of a tax the entire period
Incurred" nnd "paid or accrued" shall
b .construed according to the method
of accounting upon tho basis of
the net Income Is computed under section
MS.

DIVIDENDS.
ec. 201. (a) That the term "divi-

dend" when used in this title (except
In paragraph (10) of subdivision (a)
of sw:tlon 234) means (1) any distribu-
tion made by a corporation, other Lhan
n personal service corporation, to its
shareholders or members, whether In
cash or In other property or In stock
of the corporation, out of Its earnings

r profits accumulated sine February
2S. 1913. or (2) any Buch distribution
nade by a personal servlco corporation
out of Its earnings or profits accumu-
lated since February 28. 1913, and prior
10 January l, 1918.

(b) Any distribution shall be deemed
.(') have been made from earnings or
pronto unless all earnings and profits
have first been distributed. Any distri-
bution made In the year 191S or nny
year thereafter shall be deemed to have
b'tn made from earnings or profit

since February 28, 1913, or,
In !m case of a personal service cor-
poration, from the most recently accu-
mulated earnings or profits; but any
earnings or profits accumulated prior to
March 1, 1913, may be distributed In

tool; dividends or otherwise, exempt
fmrii the tax, after the earnings and
protlt3 accumulated since February 28,
1913, have been distributed.

c) A dividend paid In stock of the
corporation shall be considered income
to the amount of tho earnings or profits
distributed. Amounts distributed In tho
liquidation of a corporation shall be
treated as payments In exchange for
str-- or shares, and any gain or profit
realized thereby shall be taxed to the
distributee as other gains or profits.

(d) If any stock dividend (1) Is re
ceived by a taxpayer between January

November 1, 191S, both dates In
clusive, or (2) la during such period
trim flue autnorlzert or declared, and en
tered on the books of the corporation,
spd i received by h taxpayer sffer No-

vember 1. 1918, and before the expira-
tion of thirty days after the passage of
this act, then such dividend shall, In
the manner provided In section 206, be
taxed to the recipient at the rate's pre-
scribed bv law for the years In which
Hie rimnr:. t Inn f erf th. Aqpn.
InSs-- r profits from which such dividend
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taxpayer
return

for

which

treated a gain to the extent tnat
the fair market value of the stock

securities Is greater than tho cost (or
If ncqulred prior March 1. 1918. the

market value as of that date) the
stock

INVENTORIES.
Sec 203. That whenever In the opinion

of .the Commissioner the use , of Inven
tories is necessary in order clearly to ae- -

termlne the Income of any taxpayer, In
ventories shall be taken by such tax-
payer upon such basis as Commis
sioner, with the approval the secrc
tary. may prescribe as conforming as
nearly as may be to best accounting
practice In the trade or business and as
most clearly reflecting the Income.

NET LOSSES.
Sec. 20 '4 (a) That used in this sec-

tion the term "net refers only to
net losses resulting fom either (1) the
operation business regularly car-
ried on by the or (2) the bona
fide by the taxpayer of plant, build-
ings, machinery, equipment or other fa-

cilities, constructed, Installed acquired
by the taxpayer on or after April 6, 1917;
for the production of nrtlcles contribut-
ing to the prosecution of tho present

and when so resulting means the
excess deductions allowed by taw
(excluding In the case of corporations
amounts allowed as a under

of of sec-
tion 234) over the sum of the gross In-

come plus any Interest received free
from taxation both under this title and
under Title III.

(II) If for any taxable year
after October 31. 1918, and ending prior
to 1. 1D20, appears upon the

of satisfactory to
the Commissioner that nny has

a net loss, tho amount such
net loss shall under regulations pre-
scribed by the Commissioner with the

the secretary be
from the ncttncome of the taxpayer for
the preceding taxable year; and the
taxes Imposed fly this title nnd by Title
III. for such taxable year shall
be rejetermlned accordingly. Any
amount found to bo due to tho
upon tho basis of such redetermination

be credited or refunded to the tax-
payer In accordance with the
of section 252. If such net loss In ex-

cess the net Income for such preced-
ing taxable year, the amount of such
excess under regulations prescribed
by the Commissioner with the approval
of the Secretary be allowed as a deduc-
tion In tho net Income for the

taxable year.
The benefit of section shall

be allowed to the of a partner-
ship and the beneficiaries of, an estate

trust under regulations by
the Commissioner with tho
tho Secretary.

computed under title 1 of the revenue
act 1916 amended by the revenue
act of 1917 under title I or the
revenue act of 1917. which the portion
iiuch period falling within the calendar
.ear 1917 of the entire period, and (2)
the eame of n tax for the
entire computed under this title
at the rates for the calendar year 1918
vhleh the portion of such period falling
within calendar 1918 Is of the
entire period : Provide.!, that case
of a personal service corporation the
amount to be paid shall be only that

In clause (1).
Any amount heretofore or hereafter

on account of the tax Imposed for
such fiscal year by title I of the revenue
act of 1916 as amended by the revenue

1917, and by title I of the revenue
act 1917, shall be credited toward
the of the tax for such
fiscal year by this and If the amount
so paid exceeds the amount of such tax
Imposed by this or. in the cose of a

service corporation, the amount
in clause (1), the excess shall

be credited or refunded In accordance
with the of 252

(B) If a tax payer makes a return for
n fiscal year beginning In 1918 and end
lng 1919, the tax under this title for
such fiscal year shall be the sum of: (1)
The of a tax for the
entire period computed under this
at tho rates specified for the calendar
ear 1918 which the portion of such

period falling within the calendar year
1918 is of the entire period, and (2) the
same a tax for the entire
period computed under this title at the
rates specified for the year
1919 which the portion such period
falling within the calendar year 1S19
of the entire period.

(C) If a fiscal year a partnership
begins In 1917 and ends In 1918 be-

gins In 1918 and ends In 1919, then not-
withstanding the sub-
division (B) of section 218 (1). the
rates for the year during which
such fiscal begins shall apply to an
amount of each partner's sham such
partnership net Income (determined un-

der tho law to such year)
j'jal t" th which the part

of such fiscal year falling within such
calendar year bears to the full fiscal

and (2) the rates for the calendar
year during which such fiscal year ends
shall apply to an amount of each

share of such partnership net In
come (determined under the law nP'
ulleablc to such calendar year) equal to

'owcr brackets of the rate schedule pro
vlded .In this title, the part subject to

I the tates for the next preceding calen- -
..1 ..r.M el, nit V... n I.. 1 W n

higher nf thVr.it. Kehertnle!,r,l,l tn tht .n,l c nn n.ll' " . ..:" '" , .. .. '.- -the
counted for. In determining the Income
any deductions, or credits nf
n kind not plainly and charge-
able ngilnst the Isrnme taxable at
for ii j'ear Bhnll bo np
pi lei I against the Income subject to

Part Individuas.
.von MA I. TAX.

Sec 210. That, In lieu of the taxes
imposed by subdlvlt-tot- i (a) of section
i of the reenuo act of and by sec
tlon 1 of the revenue act of 1917, there. . .......11 i - ,...i..t .i i

was paid, but the dividend shall be tne proportion which the part of such
deemed to have been p.tl.1 from the fiscal year falling within such calendar
recently accumulated earnings or profits, i year to the full fiscal year: Pro-- e
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(a) For tho calendar 1913. 12",,,, tho nmmmt .,.,.' i.."
come in excess ot credits
In section 1. Tlrnvlri.il TV.I
case of citizen or resident of tne
United States the rate upon tho
14,000 ot such shall

, centum:
(b) For each calendar year thereat

tor. per contum of amount of the
net .rcesa ..r.rllta nrn- -

In section 216' Provided. In
Mho caso of cltlzon or Si4at of Uie

United States tho rate upon tha first
14,000 of such excess amount shall
4 per centum.

SURTAX.

Sec. 211 (a That. In lieu of' the
taxes Imposed by subdivision (b) of
section 1 of the revenue act of 1916 nnd
by section of the revenue act of 1917,
but In addition to the normal tax Im- -
posed by section 210 of this act, there
shall be levied, collected paid for
each taxable year upon tho net Income
of overy individual, a surtax equal to
the sum of the following: (Percentages!
below $50,000 are tabulated elsewhere.) I

not exceed 162.000: I

25 per centum amount by which
tho net income exceeds t52,ooO nnd does
not exceed $54,000 :

26 per centum of tho amount by which
tha net income exceeds 164,000 and does
not exceed $56,000:

27 per centum of the amount by which
the net Income exceeds $86,000 and does
not exceed $58,000;

28 per centum of the amount by which
the net Income exceeds $58,000 and does!
not exceed $60,000;

29 per centum of the amount by which
the net Income exceeds $60,000 and does
not exceed $62,000 ;

30 per centum of tho amount by which
the net Income exceeds $62,000 and does
not exceed $64,000:

31 per centum of the amount by which
the net Income exceods $64,000 and does
not exceed $66,000

32 per centum of the amount by which j

iiia uci income exceeua 900,14111 ana aoes
not exceed $68,000;

33 per centum of tho amount by which
the net income exceeds $68,000 and does
not exceed $70,000 :

34 per centum of the amount by which i

tho net exceeds $70,000 and does
not exceed $72,000.

35 per centum of the amount by which
the net Income exceeds $72,000 and docs
not exceed $74,000 i

36 per centum of tho by which
mo net income exceeds $74,000 and does
not exceed $76,000 :

3 per of tho amount by which
the m.t exceeds $70,000 nnd does
not exceed $78,000;

38 per centum of the amount by which
the net Income exceeds $78,000 nnd docs
not exceed $80,000 ;

39 per centum of the nmount bv which
the net exceeds $80,000 and doe
not exceed $33,000:

40 per centum of tho amount by which
the net exceeds $82,000 and does
not exceed $84,000;

41 per contum of the amount by which
tho net Income exceeds $84,000 and doca
not exceed $86,000;

42 per centum of the amount by which
the net Income exceeds $86,000 and does
not exceed $88,000 ;

4S per of the amount by which
the net Income exceeds $88,000 and does
not exceed $90,000 :

44 per centum of tho by whichthp net Income exceeds $90,000 and does
not exceed 192,000;

45 per centum of the amount by which
the net Income exceeds $92,000 and does
not exceed $94,000:

46 per centum of the amount by which
tho net Income exceeds $94,000 nnd does
not exceed $96,000 :

47 per centum of the amount by which
the net Incomo exceeds $96,000 and does
not exceed $98,000:

4 8 per centum of tho amount by which
the net exceeds $98,000 and does
not exceed' $100,000 :

52 per centum of the amount by which
the net Incomo exceeds $100,000 and
does not exceed $150,000:

56 per centum of the amount by which
the net Income exceeds $150,000 and
does not exceed $200,000 ;

60 per centum of the amount by which
tho net Income exceeds $200,000 and
doe not exceed $300,000;

63 per oentum of the amount by which
the net Income exceeds $300,000 and
does not exceed $500,000;

64 per centum of the amount by which
the net Income exceeds $500,000 and
doc not exceed $1,000,000.

65 per centum of the amount by which
the net Income exceeds $1,000,000.

(b) In cose of bona fide sale of
mines, oil or wells or any Interest
therein where the principal value of the

has been demonstrated by
prospecting or exploration and discovery
work done by the taxpayer the portion
of the tax Imposed by this section at
tributable to such sale shall not exceed
20 per centum of the selling price of
such property or interest.

NET INCOME DEFINED.
Sec. 212. (a) That in the caso of an

Individual the term "net income" means
the gross income as defined In section
213, less the deductions allowed bv
section 214.

(b) The net Income shall be com-
puted upon tthe basis of the taxpaer's
annual accounting period (fiscal year or
calendar year, as the case may be) In
accordance with the method of account-
ing regularly employed In keeping the
books of such taxpayer; but no such
method of accounting has been so em-
ployed If the method employed dues
not clearly reflect the Income the com
putation shall be made upon such basis
and In manner as in the opinion
of the commissioner does clearly reflect
the Income. If the taxpayer's annual
accounting period Is other than a fiscal
year as defined In section 200 or If the
taxpayer has no annual accounting pe-

riod or does not books the net In-

come shall be computed on the basin of
Uie calendar year.

If a taxpayer changes his accounting

year, from calendar year to fiscal year'
exercsle

the or District of
basis of such new accounting period,
suoject to the provisions of feclluii S28.

CROSS INCOME DEFINED.
Cak 119 That frr tha tl.tt-- l

title as otherwise provided In '

section 233, the term "gross Income- "-
(a) Includes gains, profit and Income

derived from mlarles. wages or com- -
pensatlon for personal service (Includ -

. .
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How the Bill Assesses Income Taxes on
Married Men Without Dependent Children

Sp trial DupatcS to Tui Bex.

yASHINGTON, Fob. 6. The table given below shows tho tax mar-
ried men without dependent children will bo called upon to pay

on various incomes. Tho normal tax on the incomo received during?
the present year is C per on tho. taxable amount up to $4,000, and
12 per cent on tho taxable amount nbovo figure. Tho table
follows:

Normal tax on
taxable Income

Income. below S4.OO0.
$3.000., fl't on 1.000
S4.000 s onsa.noo
is.ooo e on 3.000
ffl.OOO oK on 14.000
18,000 at, on 14,000

110,000 6 on

Normal tax on
taxable Income
above S4.OO0.

None
None
None
None
on (3.000

'

12 on 14.000

$1.1.000 0 on (4.000 13 on

$20,000 t on (4,000 12 on

(50.000 or, on (4,000 Vir, on

Tho taxes paid by men in the
would bo shown in the following

Norml on Nornisl
tsiable Income taiable

Income. below (4.0O0. above
$3.000 41 on (I.OOO
$4.000. . . 4'i on (1.000

tax on
Income

(4.000.
None
None
None
None

Sl on (3,000

87, on (4,000

8 on (9.000

$.000
$.000. ...Ai, on (4,000
(S.OOO tYc on $4,000

47c on (4.000

(15,000 47c on

(20,000.... .47, on (4,000 7t on

(5O.O00. on (4.000 8 on

the Income from such property shall
Included In gross Income) ;

(4) Interest upon (a) obligations
of a State, Territory or any political
subdivision thereof, or the District ot
Columbia; or (b) securities Issued under

provisions the Federal farm loan
act of July 17, 191: or (c) the obliga-
tions of the United States or Its posess-slon- s;

or (d) bonds Issued by tho War
Finance Provided, that
every person owning any of the obliga-
tions, securities or bonds enumerated In
clauses (a), (b), (c) and (d) shall. In

the return required by this title,
a statement showing the number and
amount of such obligations, securities
and bonds by him and the Income
received therefrom, In such form and
with such Information ns Commis-
sioner may require. the cose obli-
gations of the United States Issued
September 1, 1917, nnd In case ot
bonds Issued by the War Finance Cor-
poration, Interest shall exempt
only If and to extent provided In
respective acts authorizing the Issue
thereof as amended and Kupplemented,
and shall exrluded from gross In !

come only If and to tbe extent It Is
wholly exempt from taxation to the tax-pay-

both under this title and under
Title III,;

(3) The Income foreign Govern-
ments received from Investments In the
United States In stocks, bonds or olher
domestic securities, owned by such
eign Governments, or from Interest on
deposits In bunks In tho United Spates
moneys belonging to such foreign Gov-
ernments, or from any other source
within the United States;

(fi) Amounts received, through
or health Insurance or under work-

men's compensation acts, as compensa
tion for personal Injuries or sickness,
plus the amount of any damages received ,

.whether by suit or agreement on ac - j

'(7) Income derived from any puhllr

J

Columbia, or any political nubdlvislon of
a Htntc or Territory, or H.vnilnjT
to government any possession of
the United Staten, or any polltlcul sub
division thereof.

"'"ever any State, lerrltory or the
D1f t,r,",,t rt0l " an; Political
fubdMslon a State or T,errl7' Prl"J

IJIffP,e,l?ber J" K"

:f.alth "r." ' r"and purpose of which H to
acquire, construct, operate or maintain

n provUlon8 of th,3 tlll9 upon
, , , f operaton

nf suoh mibll.; u""j. m far as the nav. ', ,h,rM. ...in ilnnnsP i0.. or hur.
. ,, U1,-

-
,, r,i

r0,'umbin, nr political subdivision "bu I

thls provision ,' not Intended to confer ;

,upon fcuch person any financial gain or,,,,ir,n in r.ti.v. ..mi, n.nnn
ti, ,,nv,nent nf n nmviiri in

jthig title upon the part or portion such
incomo to which such person Is entitled
under such contract;

(S) mui'h the nmount received
during tho present war by a person In
the mllltarv or naval forct of the T7nlt.il
states ns salarv or comner.Hatlon nnv

Individuals gloss Income Includes only1
'gross income rrom sources witnin tns

Slates, Including Interest on
bonds, notes, or other Interest hearing
obllgallons of residents, corporate or
otherwise, dividends from resident cor-
porations, nnd Including nil amounts re-

ceived (although paid under a contract
for tho sale ot goods or othorwlse) iep -
resenting profits on the manufacture and
disposition goods within tho United
States.

DEDUCTIONS ALLOWED.
Sec, 214 (a) That In computing net

Income there shall allowed iih deiluc.
Hons; j

(I) All ordlnarj and necessary ex.
penses paid or Incurred during the tam

or from one flical year to another tho utility or the of nny essential
net Income shall, with tho approval of governmental function and accruing to

commlwioner. be computed on theiany State. Territory the

(except

of

or

balance
dividends, the

for

flr- -t

(10.000,

acci-
dent
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amount of all such Items shall be In-- , form from the United Stafs for active
eluded In the gross Income for lax- - rrvlces In such forces as does not

year In which received by the tax- - Ceed 13.500.
nnver. onlesi. under subdivision b of C) In cam of alien

ItllHIl UilU
year "ot,

beof tax tho.lUms.

bo

bo

to bo
ior umri-r-

.

m ui

surea iiivwui
tho

receivru
as' return of

endowment
the or at of

tho
the
nf

gift,

cent,
that

14,000

13

as
tax

(1,000

47.

be

the

the of

Corporation:

submit

owned

the
In of

after
the

the be
the the

be

of

for

ot

the of

of

d he

of

nr
tv fur

of

So of

in

mc
United

of

bo

the

the

KurUi Total tax.
None (AO
None (130
None (ISO

1 on (1,000 (2 SO

lfj on (1.000
on M.ooo (530

1 on (l.ooo
3 on (1,000a', on (3.000 1830

(9,000 1 on (1,000
j Vi. otl sa.uuu
OYf on ,uuu

(1 on (3.000
fl on (1,000 11,070

(14.000 1 on (l.ooo
af; on (3,000
3 on (3.000

on (3.000
a on (3,000
fi on (2.000
1 on 13.000
8 on (3.000 (3.610

(44.000 1 on (1,000
u on (3.000
.1 on $3,000
4 on (3.000
ft 7, on (3,000
0 on (2.000
7 on (3.000
8 on (3.000
0 on (3.000

104 on (3.000
11 To on (3,000
13 on (3.000
13 on $2,000.
14 fa on (3.000
18 on (3.000
1 on (3.000
17 on (3,000

on (3.000
19'! oo (3.000
10 on (3,000
3t on (3.000
23 on (3.000
33 on (3, 10O 111.030

same situation in succeeding years
table:

.urtsx. Total 1st.
None (40
None (kO
None (120

17o on (1.000 (170
1 on (1.000
2v on $3,000 (370
ifl on $1,000
2 ft on $2.ooo
34 on $2,000 (S90
1 on $1,000
2 on $2,000
3 on $2,0004i on $3.ono
&?, on $3,000
n on $1,000 (1.330

(14,000 1 on $1,000
2 on $3,000
3fl on $2.ooo
4 on $3,000
S on $2,000
fl on $2,000
"1 on $2,000
S on $3,000 11.030(44.000 1 on (1.000

2 on $3,000
3f on $2,000
4 on $4,000, on $3,000
6( on $2,000
7 7 on $3,000
R"c on (2.000
9f on (3.000

10 on (3.000
11 on (3.000
12 on (3.000
13 on (3.000
14 on $2.0O0
15 on $3,000Hi on $3,000
17 on $3,000
18 0J1 (3.000
19 on (2.000
20 on (3.000
317r on (3.000
23 on (2.000
23 on (3.000 (9.120

able year In carrying on any trade or
business. Including n reasonable allow-
ance for salarlos or other compensation
for personal services actually rendered,
and Including rentals or other payments
required to be made as a condition to the
continued use or possession, for purposes
of the trade or business, of property to
which the taxpayer has not taken or Is
not taking title or in which he has no
equity ;

(2) All Interest paid or accrued within
tne taxaDie year on Indebtedness, except
on indebtedness Incurred or continued to
purchase or carry' obligations or securi-
ties (other than obligations of the United
States Issued after September 24. 1917).
the Interest upon which Is wholly exempt
from taxation uifder this title as Income
to the taxpayer, or. In the cose of a non
resident alien Individual, the proportion
of such Interest which the amount of his
gross income from sources within the I

United States bears to the amount of his
gross Income from all sources within and
without tha United States ;

(3) Taxes paid or accrued within the
tnvalitn lAnr 1mnno.il in W.. .1.. .....
thorltv of The I'nlteil . ..von in
come, war profits and excess profits
taxes, or (b) by the authority of any
of Its possessions, except tho amount of
Income, war prorts and excess profits
taxes allowed as a credit under section
222 ; or (c) by the authority of any State
or Territory, or any county, (.chool dis-
trict, municipality, or other taxing sub-
division of any State or Territory, not
Including those assessed against local
benefits of a kind tending to Increase
the value cf the property aircsicd ; or
(d) In the casq of a citizen or resident
of tho United States, by the authority of
any foreign country, except the amount
of income, war profits and excess profits
taxes nllowed us a credit under section

"r OI ',' ."V; "J10
"""" "J oi

prf"it antl """"f Profits taxes, and
":,,!",to Increase the value of the

Z.l.l .
ass?McJ)- - upon P"Prty or

. .

IlhJ. ' !',n.sse8 sustained during the tax
sear nnd not compensated for by in

surance or otllerw ise. if lnrurre.il In trriil. !

or business
(5) Losses sustained during the tax-

able ear and not compensated for by
Insurance or otherwise. If Incurred hi i

any transaction entered Into for proW,
though not connected with Ihe trade or
buslness ; bu. in the ensn of a non
resident nlleo Individual only as to such
transactions within the United States;

(6) Iosses sustained during the tax-
able year of property not connected with
the trade or business (but In the case
or a nnen inmv nua only

itsin th. TTni...i c v ir' " ' " '.J . J!
L' . 'v.

!

or from theft, nnd I : not.Tn.n7; for by Insurance or other- -
wise

(7) Debts ascertained to be worthless
and charged off within tho taxable year;

(8) A reasonable allowance for the
exhaustion, wear nnd tear of property
used In tho trade or business, Including a
reasonable allowance for obsolescence;

(9) In the rase of buildings, machin-
ery, equipment or olher facilities, con-
structed, erected, Installed or acquired,
on or after April 6. 1917, for the produc-
tion of articles contributing to the prose-
cution of the present war. nnd In the
case of vessels constructed or acquired
nn nr nfter such rime fnr the trnnsnnnn.
tlon of articles or men contributing to
the prosecution of the present war, there
shall be allowed a rensomible deduction
for the amortization of such part of the
cost of such facilities or vessels as has
been borne by tho taxpayer, but not
again Including any amount otherwite
allowed tinder this title or previous acts
of Congress as a deduction In computing
net income. At any time witnin mree
jcuid unci uiu nr, mum. tun in vn jirce- -
ent war the Commissioner may, and at
the request of the taxpayer shall, re-

examine the return, nnd If he then finds
ns a result of an nppraUal or from other
evidence thnt the deduction originally al-

lowed wh incorieot, the taxiv Imposed
by this title and by Title III, for the

year or years affected shall be redeter-
mined: and the amount of tax due upon
such redetermination, If any, shall be
paid upon notice and demand by the col-

lector, or the amount of tax overpaid, It
any, shall bo credited or refunded to ths
taxpayer In accordance with the pro-
visions of section .252;

(10) In the case of mines, oil and gas
wells, other natural deposits, and timber,
a reasonable allowance for depletion and
for depreciation of Improvements, ac-
cording to the peculiar conditions In each
case, based upon cost Including coat of
development not otherwise deducted:
Provided, That In the case ot such prop-
erties acquired prior to March 1, ISIS.
the fair market value of tho property
(or the taxpayer's Interest therein) on
that, date shall be taken in lieu of cost up
to that date: Provided further. That In
the case of mines, oil and gas wells,, dis-

covered by the taxpayer, on or after
March 1, 1913 and not acquired as the
result of purchase of a proven tract or
lease, whero the fair markot value of the
property Is materially dlsproptrtlonate
to the cost, the depletion allowance shall
be based upon the fair market value of
the property at the date of the dUcovery,
or within thirty days thereafter: such
reasonable allowance In all the above
cases to be made under rules and regu-
lations to be prescribed by tho Commis-
sioner with the approval of thi Secre-
tary. In the case of leases the deduc-
tions allowed by this paragraph shall be
equitably apportioned between the lessor
and lessee;

(11) Contributions or gifts made within
the taxable year to corporations organized
and operated exclusively for religious,
charitable, scientific or educational pur-
poses, or for the prevention of cruelty to
children or animals, no part of the net
earnings of which Inures to the benefit
of any private stockholder or Individual,
or to the special fund for vocational re-

habilitation authorized by section 7 of
the vocational rehabilitation act, to an
amount not In excess of IS per centum
of the taxpayer's net Income as computed
without the benefit of this paragraph.
Such contributions or gifts shall be al-

lowable as deductions only If verified
under rules and regulations prescribed
by the Commissioner, with the approval
of the Secretary. In tho case of a non-
resident alien Individual this deduction
shall be allowed only as to contributions
or gilts made to domestic corporations.
or to such vocational rehabilitation fund;

(12) (A) At the time of filing return
for the taxable year 191S a taxpayer
may file a claim In abatement based on
the fact that he has sustained a sub-
stantial los.s (whether or not actually
realized by sale or other disposition)
resulting from any material reduction
(not duo to temporary fluctuation) of the
value of the Inventory for such taxable
year, or from the actual payment after
the close of such taxable year of rebates
In pursuance of contracts entered Into
during such year upon sales made dur-
ing such year. In such case payment
of the amount of the tax covered by
such claim shall not be required until
the claim la decided, but the taxpayer
shall accompany his claim with a bond
In double the amount of the tax cov-
ered by tho claim, with sureties satis-
factory to the Commissioner, conditioned
for the payment of any part of such
tax found to be due, with Interest. If
any part of such claim Is disallowed,
then the remainder of the tax due shall
on notice and demand by the collector
be paid by the taxpayer with Interest
at the rate of 1 per centum per month
from the time th tax would have been
due had no such claim been filed. If
It is shown to the satisfaction of the
Commissioner that such substantial loss
has been sustained, then In computing
the tax Imposed by this title the amount
of such loss shall be deducted from
the net Income. (B) If no such claim
Is filed, but It Is shown to the satis-
faction of the Commissioner that during
the taxable year 1919 the taxpayer has
sustained a substantial loss of the char-
acter above described, then the amount
of such loss shall be deducted from the
net Income for the taxable year 191 '
and tho tax Imposed by this, title tor
such year shall be redetermined ac-

cordingly. Any amount found to be due
to the taxpayer upon the basis ot such
redetermination shall be credited or re-

funded to the taxpayer In accordance
with the provisions of Section 2S2.

(b) In the case of a
alien Individual the deductions allowed
In paragraphs (1), (4). (7), (8), (9),
(10), (12) and clause (13) of paragraph
(3) of subdivision (a) shall be allowed
only If and to the extent that they
are connected with Income arising from
a source within the United States; and
the nroner apportionment and allocation
of tho deductions with respect to
sources of Income within and without
the United States shall bo determined
under rules and regulations prescribed
by the Commissioner with the approval
of the Secretary.

ITEMS NOT DEDUCTIBLE.
Section 215. That In computing net In-

come no deduction shall In any case be
allowed in respect of :

(a) Personal, living or family ex-

penses.
(b) Any amount paid out for new

buildings or for permanent Improve-
ments or betterments made to Increase
the value of any property or estate.

ic Any amount expended In restor-
ing property or In making good the
exhaustion thereof for which an allow-
ance Is or has been made, or

(d) Premiums paid on any life In
surance policy covering the life of any
olllcer or employee, or of any person

i financially Interested in any traac or

when the taxpaer Is directly or In-

directly a beneficiary under such policy.

Cltr.DIT.1 ALLOWED.
Section 218. That for the purpose of

the !iormnl tax. only there shall be al
lowed the following credits:

(a) The amount received as dMdcmls
from a corporation which Is taxab'e
under this title upon net Income.
and amounts received as dividends from
a personal service corporation out of
earnings or profits upon which Incomo
tax has been Imposed by act of CongrehS.

b) The amount received as Interest
upon obligations of the United States

nd bonds Issued by the War Finance
Corporation, which Is Included In gross
Income under Section Jla ;

(c) In the cane of a single person n
personal exemption of 11.000, or In the
caso of the head of family or n mar--
rled vln wlth ','"d lfn"i" fpersonal exemption of 12,000. hus- -
band nnd wife living together nhall re
celvo but one personal exemption of
12,000 against their aggregate net In-

come ; and In caso they mako separate
1 turns the personal exemption of 2 000

may be tnken by cither or divided be-

tween them ;

(d) Two hundred dollars for each
person (other than husband or wife)

upon and recelvelng his chief
support from the taxpayer. If such de.
pendent person Is under IS years of
sgo or Is In Incapable of rt

because mentally or physically defective.
(e) In tho case of a alien

Individual who Is a citizen or subject of
country which Imposes an Income tax

the credits allowed In subdivisions (c)
and (d) shall be allowed only If such
country allows a similar credit to citi-
zens of the United Stales now residing
In such country.

ALIENS.
Section 217 provides for tho allow- -,. nf deductions and credits for nrm- -

, resident aliens

PARTNERSHIPS AND PERSONAL
SERVICE ('Oil 1M)R ATI O VS.

Section 21S provides the tax liability
In partnerships and personal service
corporations.

iwfi un-uiu- Mt.ta.nesi carried on by the taxpajer.

ESTATES AND TIlUSTS.
Section 219 provides for the Income

features of estates or of nny kind of
property held In trust,

rnoFiTs op conronATiojrs
TAXABI.K TO STOCKIIOLDKI18.

Section 220 provides for the taxing
of profits undistributed to stockholders
by corporations.

PAYMENT OF TAX AT SOUHCB.

Section 221 provides the terms for
the payment of the tax at the source.

CHEUIT TASKS.
cefinn 52! shows the si'stem of

credits for taxes paid In foreign coun-

tries.

INDIVIDUA I. nETUIlNS.
Ree- - 222. That every Individual hav

ing a net income for the taxable year
of 11,000 or over If single or If married
and not living with husband or wife, or
of 12,000 or over If married and living
with husband or wile, snan maun unuer
oath a return stating specifically the
Hems ot his gross Income and the de-

ductions nnd credits allowed by this
title. If a husband and wife living
together have an aggregate net Incomo
of 12.000 or over each shall make such
a return unless the Income of each Is
Included In a single Joint return.

If the taxpayer Is unable to make his
own return the return shall be made by
a duly authorized agent or by the guor-dla- n

or other person charged with tho
care of the person or property of such
taxpayer.

rAiiTNEnsnir iietuuns.
Sec. 224 That every partnership shall

make a ' return for each taxable
year, stating specifically the Items of Its
gross Income and the deductions allowed
by this title, and shall Include in the
return the names and addresses of the
Individuals who would be entitled to
share in tho net Income If distributed
and tho amount of the distributive share
of each Individual. The return shall be
sworn to by any one of the partners.

FIDUCIARY IlETCHXS.
Sec. 225. That every fiduciary (ex-

cept receivers appointed by authority of
law In possession of part only of the
property of an Individual) shall make
under oath a return fpr the Individual,
estate or trust for which he acts (1) If
the net Income of such Individual Is
11,000 or over If single or if married
and not living with husband or wife, or
12,000 or over If married nnd living with
husband or wife, or (2) If thu net In-

come of such estate or trust Is 11,000 or
over or If any beneficiary of ouch estate
or trust Is a alien, stating
specifically the Items of tha gross Income
and the deductions and credits allowed
by this title. Under such regulations ns
the commissioner with the approval of
the secretary may prescribe, a return
made by one of two or mora Joint fiduc-
iaries and filed In the office of the col-

lector of the district wriere such fiduc-
iary resides shall be a sufficient compli-
ance with the above requirement. Tho
fiduciary shall mako that r.e nas rect, the Imposed tnis title

knowledge of the affairs of , hy Title III. for the year or years
Individual, estate or to en- - fected shall and the

uble him to make the return, and that amount of tax duo upon such redttermi- -

tho same la to the best of his knowledge
and belief true and correct.

Fiduciaries required to make returns
under this act shall be subjected to all
the provisions of this act which apply
to individuals.

ItETl'RNs WHEN AC'COl'.N TING
PKItlODS CHANGED.

Section 226 makes provision for re- -
when the taxpayer the ,n fnch cas(Li bBfe1 coft

his net Income from olulin cost of not other-fisc-

to a year .V,. . Provided. That In the

TIM1 AND l'l.ACK FOll "IMNG
IIKTFIINS.

sertion 227 provides for tho time of
making the return and the place for
filing It.

UNDERSTATEMENT IN HETUIINS.
Section 228 provides for dealing with

thoe who understate their returns.

Par . Corporations.
TAX ON COHI'OKATIONS.

Sec. 230. (a) That, In lieu of the taxes
Imposed by 6ectlons 10 of the revenue
act of 1916. as amended hy the revenue
act of 1917, and by section 4 of the
revenue act of 1917, there shall be levied,

and paid each taxable year
upon the net Income of every corpora-
tion a tax at tho following rates:

(1) For the calendar year 1918, 12
per cent, of the amount of the net In-
come In excess of the credits provided
In section 236 ; nnd

(2) For each calendar year there-
after, 10 per cent, of such excess
amount.
CONDITIONS AND E.Y- -

EMPTIO.VS.
Section 231 exempts mutual savings

banks, labor fraternol
orders, business leagues, &e.

NET INCOME DEFINED.
Sec. 232. That in the cast of a cor-

poration subject to the tax imposed by
section 230 the term "net Income" means
the gross income as defined In section
233 less the deductions allowed by seo-tlo- n

234, and the net Income shall be
computed on the same basis as Is pro-
vided In subdMslon (b) of cectlon 212
or In wection 226.

CROSS INCOME DEFINED.
Sec. 233. (a) That In the case of a

corporation subject to tho tax Imposed
by section 230 the term "gross income"
means the gross Income aa defined In
section 212. except thnt:

(1) In the ens.' of llfo insurance
there xhll nut h.t l,...i...i.i -

( cr0(.B Income such portion of any se-lls tual premium received from nnv In...
civiauai policy noiuer ns Ih paid back or
creuueu to or treated aa an abatement
of premium of such policy holder within
the taxable year

(21 Mutual marine Insurance enm.
panles Hhall Include In gross Incomo theI pross premiums collected and receded
by them less amounts paid for rein'surance,

(b) In tho caso of n foreign corpora,
gross Income Includes only the gross

Incomo from sources within the UnitedStates, Including tho Interest on bonds,
or other Interest bcnrlng obliga-

tions of residents", corpornte or other-
wise, dividends from resident corpora-
tions, and Including nil amounts re-
ceived (although paid under a contract
for the sale of goods or otherwise) rep.
resenting profits on the manufacture anddisposition of goods within the United
States.

DEDUCTIONS ALLOWED,
Sec, 234. (a) That In computing thenet Income of a subject to

the tax Imposed by section 230 there
shall bo allowed as deductions;

(1) All the ordinary and necessaryexpenses paid or Inourred during thetaxable year In carrying on anv tradeor business, Including a reatona'blc al-
lowance for salaries or other compensa-tlo- n

for personal actually ren-
dered, nnd Including rentals or otherpayments required to be made as acondition to the continued use or

of property to which the cor.poratlon has not taken or Is not takingtitle, or In which It has no equity;
(2) All Interest paid or accrued withinthe taxable year on Its Indebtedness,

on Indebtedness Incurred or con-
tinued to purchase or enrry
or securities (other than obligations ofthe United States Isiucd tifter September
24, 117 , the Intercut upon which Iswholly exempt from taxation under this

title as Income to tho taxpayer, er, In
tho cose of a foreign corporation. th
proportion of such Interest which th
amount of its gross income from sources
within the United Btates bears to the
amount of Its gross Income from all
sources within and tho United
States;

(3) Taxe paid or aecruod within th
taxable year Imposed (a) by the au-

thority of the United States, except b
come, war vroflts and excess rrofly
taxes; or (b) by ths authority of any
of Its possessions, except tho amount ot
Income, war profits and excess profits
taxes' allowed an a credit under section
238 ; or (c) by the authority of any stats
or Territory, or any county, school dis-

trict, municipality, or other taxing sub.
division of any State or Territory, not
Including those assessed ngalnst local
benefits of kind tending to Increase the
valuo of the property assessed ; or (d)

oath taxes by ana
sufficient

trust be redetermined;

turns, changes onl, upon
computing ' development

calendar

collected for

OTHER

com-PAni-

...

tlon

notes,

corporation

sorvlces

ex-
cept

obligations

without

n

in the case or a aomeauc corporation, by
the authority of any foreign country,

ieXcept the amount of Income, war profits
nnd 4xcess profits taxes allowed as &

credit under section 238 ; or (e) In ths
caso of a foreign corporation, by the au.
thorlty of any foreign country (except
Income, war profits and excess profits
taxes, and taxes assessed against local
benefits of a kind tending to Increase ths
valuo of the property assessed), upon
the property or business : Provided, That
In the case of obligors specified In sub-
division (b) of section 221 no deduction
for the payment of the tax Imposed bf
this title or any other tax paid pursuant

' to the contract or provision referred to
In that subdivision, shall be allowed:

(4) Losses sustained during the tax
able year and not compensated for by

or otherwise ;

(6) Debts ascertained to be worthlew
and charged off within the taxable year;

(6) Amounts received ns dividends
from a corporation which Is taxable un-

der this title upon Its net Income, ana
amounts received nB dividends from
personal service corporation out of earn.
Ings or profits upon which Income ut
has been Imposed by act of Concrejb;

(7) A reasonable allowance for the
exhaustion, wear and tear of property
used In the trade or buslncs, Including
a reasonable allowance for

(5) In tho case of buildings
equipment, or oilier faiilltls

constructed, erected, Installed, or ac-

quired, on or after April !, 1017 fir the
production of articles contributing to the
prosecution of the present war, and la
the case of vessels constructed or ae.
quired on or after such date for ths
transportation of articles or men cor.
trlbuting to the prosecution of the ptw-e- nt

war, there shall be allowed a re.isor-abl- e

deduction for the amortization rf
such part of tho cost of such facilities
or vessels as has been borne by the tax-

payer, but not again Including ary
amount otherwise allowed under Mrs

title or previous acts of Congress as 4
deduction In computing net Income At
any time within three years after the
termination of the present war the Com-

missioner may, and at the request of ths
taxpayer shall, reexamine the return,
and If he then finds as a result of an
appraisal or from other evidence that ths
deduction originally anowca wan lncor- -

, nation. If any, shall bo paid upon notice
and demand by the collector, or the
amount of tax overpaid, If any, shall te
credited or refunded to the taxpayer In

accordance with the provisions of sec
tlon 252.

(9) In the cose of mines, oil and gas
wells, other natural deposits, and tim-
ber, n reasonable allowance for deple-
tion aryA fnr ritfnrAetatlrtn nf tmnrove..,, neenrrtlni. in fhe neentlar condl.

case of such properties acquired prior
to March 1, 1912, the fair market value

.of the property (or tho taxpayer's In
therein) on that date shall b

taken In lieu of cost up to that date
Provided further. That In the case of
mines, oil and gas wells, discovered by
the taxpayer, on or after March 1, 1913,
and not acquired as the result of pur
chase of a proven tract or leaae, where
the fair market value of tho property 3

materially disproportionate to tho cos',
the depletion allowance shall be based
upon tho fair market value of the prop-
erty at the date of the discovery, or
within thirty days thereafter ; such rea-
sonable allowance In all the above cases
to be made under rules and regulations
to be prescribed by the Commissioner
with the approval of the Secretary In
the case of leases the deductions al-

lowed by this paragraph shall be equit-
ably apportioned between the lessor ana1

lessee ;

(10) In the case of Insurance com
panies, In addition to the above r ()
The net addition required by law to bo
made within the taxable year to reserve
funds (Including In the case of asss-me-

Insurance companies the nclin! de-

posit of sums with State or territorial
officers pursuant to law as additions to
guarantee or reserve funds) and fh
tho sums other than dividends pvn!
within the taxnble year on policy ,ind
annuity contracts;

(11) In the case of corporations issu-
ing policies covering life, health and ac-

cident Insuranco combined In one policy
i"ud on the weekly prerr.Suoi mym.nt
plan continuing for life and not subject
to cancellation, In addition to the above,
such portion of the net addition (not re-

quired by law) made within the taxab.o
year to reserve funds as the Comn
sloner finds to be required for !!) pro-

tection of the holders of such p . ;J
only .

(12) In the case of mutual n.ar f In-

surance companies, there sha'i be al-

lowed, In addition to the dcductir, al-

lowed In paragraphs (1) to 1 o i n.
elusive, amounts repaid to pol!.-- !..

on account of premiums previous v pi.d
by lliein, and Interest paid 'ik. ,'!i
amounts between the ascertainment and
tho payment thereof;

(1.1) In the cuse of mutual !nsur.ines
companies (other than mutual l.fe "'
mutual marine Insurance companies 'f
quiring their members to m.ike prern. im
deposits to provide for losses n' d ex-

penses, there shall be nllowed . i
tlon to the deductions aiiowed i

(1) to (10), Inclusive . s'
otherwise allowed under so h ".'v
graphs) the amount of prerrlo i ''
posits returned to their poll-- , in its
and the amount of premium dei"s re-

tained for the payment of nses ex-

penses and reinsurance reserves
(14) (A) At the time of filing re' urn

for the taxable year 191 S a taM "may file a claim In abatement bat nn

tho fact that he has sustained
stantlal loss (whether or not a.
realized by sale or other dlspostuoi' re-

sulting from any material reductio
due to temporary fluetua'i' i ) '
value of the Inventory for i 9

year, or from the actual i ;n n -

the closo of such taxable
bates In purPUiuice of contra, -

Into during such' year upon s.i '

dining such car. In such case i

of tbe nmount of the tax m-- '
such claim shall tiot be reou."'
the cl.vlm is decide,, but t i v

shall accompany his claim i n
In double Ihe amount of the t n
by the claim, with sureties n' :

to the Commissioner, conditio' i

payment of any part ot such t.n '

to be due, with Interest. If ji
such claim Is disallowed tv
maindor of tho tax due sh.V
and demand by the collect" 1" '

the taxpayer with Interest at t
1 per centum per month from tv
the tax would have been due hi
such claim been filed. If ll . h.
the satisfaction of the C '

that such substantial loss ha- -

then In computing "v '

posed by this title l

amount of such loss ,.! l '

from the net income i

11


